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Mr. Chairman and Members of the Subcommittee:

1 am pleased to be here today to discuss the Ryan White Comprehensive AIDS
Resources Emergency Act of 1990 (CARE Act).! I will specifically address
factors that affect CARE Act funding of services for those with the human
immunodeficiency virus (HIV) or acquired immunodeficiency syndrome (AIDS)
and program coverage for individuals served by the CARE Act.? The Centers for
Disease Control and Prevention (CDC) estimate that between 1,039,000 and
1,185,000 people in the United States were living with HIV/AIDS at the end of
2003. The number of people infected with HIV/AIDS is likely to have risen since
then, and CDC estimates that, as of December 2004, it included 415,193
individuals with AIDS.

The CARE Act, which is administered by the Department of Health and Human
Services’ (HHS) Health Resources and Services Administration (HRSA),
established a number of grant programs through which funds are made available
to states—including the District of Columbia-~territories,” and metropolitan
areas to provide health care, medications, and support services to individuals and
families affected by HIV/AIDS. In fiscal year 2004, more than $2 billion was
provided through the CARE Act for these health care and support services. The
majority of these funds were distributed under Title T and Title I1* of the CARE
Act through formula-driven base grants in fiscal year 2004 based upon a measure
of cach grantee’s estimated living AIDS cases (ELC)." Title I provides for

Ipub. L. No. 10:-381, 104 Stat. 576 (codified as amended at 42 U.S.C. §§ 300{f-300ff-111
(2000)). Unless otherwise indicated, references to the CARE Act are to current taw.

2HIV is the virus that causes AIDS. Throughout this testimony, we use the common term
“HIV/AIDS™ to refer to HIV disease, inclusive of cases that have progressed to AIDS. When we
use these terms alone, HIV refers to the disease without the presence of AIDS, and AIDS refers
exciusively to HIV disease that has progressed to AIDS.

o addition to the 50 states, the CARE Act authorizes grants to the District of Columbia, the
Commonwealth of Puerto Rico, Guam, the Virgin Islands, American Samoa, the Commenwealth of
the Northern Mariana Islands, the Republic of the Marshall Islands, the Federated States of
Micronesia, and the Republic of Palau. Throughout this testimony, the term state refers to the 50
states and the District of Columbia, and territory refers to these listed territories.

4The 1990 CARE Act added a new Title XXVI to the Public Health Service Act. In general,
because Part A of that new title, which authorizes grants to metropelitan areas, was established by
Title 1 of the CARE Act, it is commonly referred te as Title [, and because Part B, which authorizes
grants to states and territories, was established by Title IT of the CARE Act, it is commonly referred
to as Title IL

SHRSA calculates a grantee’s ELCs by using data from CDC on the reported AIDS case counts for
the last 10 years and weighting those numbers to account for the Hkelihood of deaths.
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funding to eligible metropolitan areas (EMA) while Title If provides for funding
to states and territories.® Both Titles I and II contain hold-harmless provisions
that limit how much funding can decline from one year to the next. Title I also
contains a grandfather clause that was added in 1996, which states that areas
eligible for Title I funding at that time continue to be eligible even if they no
longer meet the eligibility criteria.

The use of AIDS cases in the distribution of formula grants was prescribed
because most jurisdictions tracked and reported AIDS cases instead of HIV cases
when the grant programs were established. Because of concerns that a
jurisdiction’s disease burden is not adequately reflected by only counting cases
that have progressed to AIDS, the Ryan White CARE Act Amendments of 2000
required the use of HIV/AIDS case counts in the distribution of formula grants
not later than fiscal year 2007.” We have reported that because CARE Act grants
serve persons who have been diagnosed with HIV that has not progressed to
AIDS as well as those for whom it has, it would be reasonable to distribute funds
on the basis of the total number of persons living with HIV/AIDS.* Incorporating
HIV data along with ATDS data would result in targeting funds more accurately
according to need. However, because there s a lack of HIV data that are
sufficiently adequate and reliable to serve as a basis for CARE Act formula grant
allocations, as of December 2005, HIV cases have not been used in the
distribution of formula grants under CARE Act programs.

To assist the subcomumnittee as it considers the reauthorization of CARE Act
programs, my testimony provides our findings on CARE Act funding formulas.
Specifically, I will discuss

1. the extent of funding differences among CARE Act grantees, and how
specific CARE Act funding-formula provisions contribute to these
differences, and

2. what distribution differences could result from using HIV cases in CARE Act
funding formulas.

SUnder Title I, a metropolitan area with a population of at least 500,000 and more than 2,000
reported AIDS cases in the last 5 calendar years is eligible to receive Title I funding, and is defined
as an EMA.

Pub. L. No. 106-345, § 206(b), 114 Stat. 1319, 1334-35.

5GAO, Ryan White CARE Act: Opportunities to Enhance Funding Fquity, GAQ/T-HEHS-00-15G
(Washington, D.C.: July 11, 2000}, 6.
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My testimony today is based on our February 2006 report on CARE Act
funding.’ In carrying out the work for our report, we reviewed the CARE Act of
1990, as well as the 1996 and 2000 CARE Act amendments, HRSA documents
on CARE Act funding, Institute of Medicine (IOM) reports on the CARE Act,
and other related reports. We interviewed CDC, HRSA, and state officials, as
well as officials from the National Alliance of State and Territorial AIDS
Directors. We analyzed data for fiscal year 2004, obtained from HRSA and CDC,
to examine the effects of funding-formula provisions and the use of HIV cases
with ELCs in making CARE Act funding allocations.'” We also collected data on
HIV case counts from state and local HIV/AIDS officials. Based on the
information HRSA, CDC, and state and local officials provided regarding
verification of the reliability of these data, we determined these data to be
sufficiently reliable for the purposes of our analyses. We performed our work in
accordance with generally accepted government auditing standards. The report’s
appendix I provides a more detailed explanation of our scope and methodology.

In brief, multiple provisions in the CARE Act grant funding formulas as enacted
result in funding not being comparable per AIDS case across grantees. First, the
CARE Act uses measures of AIDS cases that do not accurately reflect the
number of persons hiving with AIDS. For example, the statutory funding
formulas require the use of cumulative AIDS case counts, which could include
deceased cases. Second, CARE Act provisions related to metropolitan areas
result in variability in the amounts of funding per AIDS case among grantees. For
example, AIDS cases within EMAs are counted once for determining funding
under Title T of the CARE Act for EMAs and again under Title I for determining
funding for the states and territories in which those EMAS are located. As a
result, states with EMAs receive more total funding per AIDS case than states
without EMAs. Third, CARE Act hold-harmiess provisions under Titles I and 11
and the grandfather clause for EMAs under Title I sustain funding and eligibility
of CARE Act grantees on the basis of a previous year’s measurements of the
number of AIDS cases in these jurisdictions. For example, the CARE Act Title 1
hold-harmless provision results in one EMA continuing to have deceased AIDS
cases factored into its allocation because its hold-harmless funding dates back to
the mid-1990s when formula funding was based on a count of AIDS cases from
the beginning of the epidemic.

"GAQ, HIV/AIDS: Changes Needed to Improve the Distribution of Ryan White CARE Act and
Housing Funds, GAG-06-332 (Washington, D.C.. Feb. 28, 2000).

YOur anzlyses of CARE Act funding-formula provisions and the use of HIV cases in making

CARE Act funding allocations include the states, Puerto Rico, and metropotitan areas eligible for
funding.
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If HIV case counts had been incorporated along with ELCs in allocating fiscal
year 2004 CARE Act grants, instead of ELCs alone, funding would have shifted
among jurisdictions. Grantees in the South and the Midwest generally would
have received more funding 1f HIV cases were used in the funding formulas, but
there would have been grantees that would have received increased funding and
grantees that would have received decreased funding in every region of the
country. Although CARE Act grantees have established HIV case-reporting
systems, differences between these systems-—in their maturity and reporting
methods, for instance—would have affected the distribution of CARE Act funds
based on ELCs and HIV case counts. Grantees with more mature HIV-reporting
systems would tend to receive more funds.

We reported in February 2006 that if Congress wishes CARE Act funding to
more closely reflect the distribution of persons living with AIDS, it should
consider taking actions that lead to more comparable funding per case by revising
the funding formulas. In accordance with achieving more comparable funding
per AIDS case, we raised a number of matters for consideration when Congress
reviews the CARE Act. HHS generally agreed with GAO’s identification of
issues in the funding formulas.

T

E The CARE Act was enacted in 1990 to respond to the needs of individuals and

' ackground families Hving with HIV or AIDS and to direct federal funding to areas
disproportionately affected by the epidemic. The Ryan White CARE Act
Amendments of 1996'" and the Ryan White CARE Act Amendments of 2000
modified the original funding formulas. For example, prior to the 1996
amendments, the CARE Act required that for purposes of determining grant
amounts a metropolitan area’s caseload be measured by a cumulative count of
AIDS cases recorded in the jurisdiction since reporting began in 1981.7 The
1996 amendments required the use of ELCs instead of cumulative AIDS cases.”
Because this switch would have resulted in large shifts of funding away from
jurisdictions with a longer history of the disease than other jurisdictions, due in

Upuh. L. No. 104-146, 110 Stat. 136,
Pub. L. No. 106-345, 114 Stat. 1319,

1n this statement, cumulative AIDS cases are the total number of AIDS cases, both living and
dead, reperted in a jurisdiction in a given period.

YHRSA caleulates a jurisdiction’s ELCs by using data from CDC on the reported AIDS case
counts for the last 10 years and weighting those numbers to account for the likelihood of deaths,
We used this measure as our estimate of living AIDS cases in our analyses of CARE Act funding-
formula provisions and the use of HIV cases in CARE Act funding formulas.
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part to a higher proportion of deceased cases, the 1996 CARE Act amendments
added a hold-harmless provision under Title I, as well as under Title 1, that

limits the extent to which a grantee’s funding can decline from one year to the
next.

Titles T and II also provide for other grants to subsets of eligible jurisdictions
either by formula or by a competitive process. For example, in addition to AIDS
Drug Assistance Program (ADAP) base grants, Title II also authorizes grants for
states and certain territories with demonstrated need for additional funding to
support their ADAPs."¥ These grants, known as Severe Need grants, are funded
through a set-aside of funds otherwise available for ADAP base grants. Title Ik
also authorizes funding for “Emerging Communities,” which are communities
affected by AIDS that have not had a sufficient number of AIDS cases reported
in the last

5 calendar years to be eligible for Title [ grants as EMAs. In addition, Title 11
contains a minimum-grant provision that guarantees that no grantee will receive a
Title II base grant less than a specified funding amount.

Metropolitan areas heavily affected by HIV/AIDS have always been recognized
within the structure of the CARE Act. In 1995 we reported that, with combined
funding under Title I and Title L1, states with EMAs receive more tunding per
AIDS case than states without EMAs.'® To adjust for this situation, the 1996
amendments instituted a two-part formula for Title Il base grants that takes mto
account the number of ELCs that reside within a state but outside of any EMA.
Under this distribution formula, 80 percent of the Title Il base grant is based
upon a state’s proportion of all ELCs, and 20 percent of the base grant is based
on a state’s proportion of EL.Cs outside of EMAs relative to all such ELCs in all
states and territories. A second provision included in 1996 protected the
eligibility of EMAs. The 1996 amendments provided that a jurisdiction
designated as an EMA for that fiscal year would be “grandfathered” so it would
continue to receive Title I funding even if its reported number of AIDS cases

dropped below the threshold for eligibility. Table 1 describes CARE Act formula
grants for Titles [ and 1L

Y51 addition to the 50 states, these grants, like ADAP base grants, are authorized to the District of
Columbia, the Commonwealth of Puerto Rico, Guam, and the Virgin kslands.

18Qee GAO, Ryan White CARE Act of 1990: Opportunities Are Available to Improve Funding
Equity, GAO/T-HEHS-95-126 (Washington, D.C.; Apr. 5, 1995).
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“ble 1: Description of CARE Act Title | and Title Il Formula Grants

~srmula grant

Eligible grantees

Distribution Minimum grant

Hold-harmless provision®

. Base Grant

Metropolitan areas with
500,000 or more in
population and with
more than 2,000
reported AIDS cases in
the most recent

5 calendar y.s-arsb

Distributed among EMAs  No
according to each EMA’s
proportion of ELCs

relative to all EMAs.

Grant annually declines to 98%,
95%, 92%, and 89% of the base
year grant, respectively.” In the
fifth and all subsequent years,
EMA receives 85% of base year
grant. The funds necessary to
meet the hold-harmiless
requirement are deducted from
funds available for supplemental
grants under Title 1.°
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~acmulta grant Eligible grantees

Distribution Minimum grant

Hold-harmless provision®

©.~'T3ase Grant  States and territories®

For states with fewer
than 80 ELCs,

Eighty percent of base
grant funding divided
among states/territories  $200,000; states with
according to each 90 or more ELCs,
grantee’s proportion of ali $500,000; for

ELCs. Twenty percent of territories, $50,000
base grant funding

divided among

states/territories

according to each

grantee’'s ELCs located

outside the EMASs within

the state’s/territory’s

borders relative to such

Grant declines by 1% per year

fromn the fiscal year 2000 grant. In

fifth year, grant is 95% of 2000
grant.

ElCsinall
states/territories.
Titie 1| ADAP Base  States and certain Distributed according to  No Grant declines by 1% per year
# srant territories’ each grantee’s from the fiscal year 2000 grant. In
P proportion of all ELCs. fifth year grant is 95% of 2000
: : grant.
1. DAP States and certain Distributed accordingto  No No
ze'Need Grant® territories' with a severe  each grantee’s
need for a grant to proportion of all ELCs:
increase access to grantees must agree fo
medications match 25 percent of their
severe need grant and
not to impose eligibility
requirements stricter
than those in place on
January 1, 2000.
Title H Emerging States and territories Funds are divided into Minimum of $5 million  No

Communities Grant  with metropolitan areas
that are not eligible for
Title I, and that have
500-1,999 reported
AIDS cases in the most

recent 5 calendar years

two tiers: 50% distributed for each tier
among communities with
1,000-1,999 AIDS
cases, and 50%
distributed among
communities with 500—
999 AIDS cases.
Funding is distributed
according o each
community's proportion
of AIDS cases (reported
in the most recent 5
calendar years) in
Emerging Communities
within the tier,

Saurce: HRSA.
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Notes: HRSA has also awarded Minority AIDS Initiative grants to EMAs, states, and territories. HRSA
characterizes Minarity AlDS Initiative grants to EMAs as Title { grants and Minority AIDS Initiative
granis io states and territcries as Title |l grants. These funds are allocated by formula. Title | funds
have been used for grants to £MAs with greater than zero reported nonwhite AIDS cases in the most
recent 2 calendar years. The funds are distributed among all EMAs according to each EMA's
propertion of nonwhite AHJS cases reported over the most recent 2 ¢alendar years. Title 1l funds have
been used for grants to states and territories with greater than zero reported nonwhite AlIDS cases in
the most recent 2 calendar years. The funds are distributed among alt grantees according to each
grantee’s proportion of nonwhite AIDS cases reported over the most recent 2 caiendar years. There
are no minimum-grant or hold-harmless provisions for these grants.

*If the distribution forrula would otherwise result in a funding decrease from a prior year, a hold-
harmless provision may be triggered to mitigate the decrease in funding.

"A grandfather clause added in 1996 provides that areas efigibie at that time continue to be eligibte
aven if they no longer meet the eligibility criteria.

“The base year is the fiscal year prigr to that In which the EMA first becomes eligible for hoid-
harmiess funding.

“Titie | also includes supplemental grants, which are awarded to EMAs using a competitive
application process based on the demenstration of severe need and other criteria.

“in addition to the 50 states, Title ! base grants are authorized for the District of Columbia, the
Commoenwealth of Puerto Rico, Guam, the Virgin Islands, American Samoa, the Commonwealth of
the Nerthern Mariana Islands, the Federated States of Micronesia, the Republic of Palau, and the
Repubiic of the Marshall Islands.

I addition 1o the 50 states, these grants are authorized for the District of Columbia, the
Commonweaith of Puerto Rico, Guam, and the Virgin Islands.

“Funding for Severe Need grants may be reduced to maintain funding for some states under a Title II
hold-harmless provision. Severe Need grants are funded by setting aside 3 percery of the funds
earmarked specifically for ADAPs.

‘The 2000 amendments provided for HIV case counts to be incorporated in the
Title I and Title II funding formulas as early as fiscal year 2005 if such data were
available and deemed “sufficiently accurate and reliable” by the Secretary of
Health and Human Services.!” They also required that HIV data be used no later
than the beginning of fiscal year 2007. In June 2004 the Secretary of Health and
Human Services determined that HIV data were not yet ready to be used for the

purposes of distributing formula funding under Title T and Title II of the CARE
Act.

747 U.S.C. §8 300 f1-13(a) DI} and 300-28()(2)(D)(0) (2000).

Pape 8 GAQ-06-703T



JAultiple CARE Act
Provisions Contribute to
Disproportionate
Funding per AIDS Case

Provisions in the CARE Act funding formulas result in a distribution of funds
among grantees that does not reflect the relative distribution of AIDS cases in
these jurisdictions. We found that provisions affect the proportional allocation of
funding as follows: (1) the AIDS case-count provisions in the CARE Act result
in a distribution of funding that is not reflective of the distribution of persons
Yiving with AIDS, (2) CARE Act provisions related to metropolitan areas result
in variability in the amounts of funding per ELC among grantees, and (3) the
CARE Act hold-harmless provisions and grandfather clause protect the funding
of certain grantees.

“rovisions in CARE Act
“:nding Formulas
rornorate Measures of
- =& Cases That Do Not
Jest an Accurate Count of
“ersons Living with AIDS

Provisions in the CARE Act use measurements of AIDS cases that do not reflect
an accurate count of people currently living with AIDS. Eligibility for Title I
funding and Title IT Emerging Communities grants, as well as the amounts of the
Emerging Communities grants, is based on cumulative totals of AIDS cases
reported in the most recent 5-year period. This results in funding not being
distributed according to the current distribution of the disease. For example,
because Emerging Communities funding is determined by using 5-year
cumulative case counts, allocations could be based in part on deceased cases, that
is, people for whom AIDS was reported in the past 5 years but who have since
died. In addition, these case counts do not take into account living cases in which
AIDS was diagnosed more than 5 years earlier. Consequently, S-year cumulative
case counts can substantially misrepresent the number of AIDS patients in these
communtties.

The use of ELCs as provided for in the CARE Act can also lead to maccurate
estimates of living AIDS cases. Currently, Title 1, Title I1, and ADAP base
funding, which constitute the majority of formula funding, are distributed
according to ELCs. ELCs are an estimate of living AIDS cases czalculated by
applying annual national survival weights to the most recent 10 years of reported
AIDS cases and adding the totals from each year. This method for estimating
cases was first included in the CARE Act Amendments of 1996. At that time, this
approach captured the vast majority of living AIDS cases. However, some
persons with AIDS now live more than 10 years afler their cases are first
reported, and they are not accounted for by this formula."”® Thus, like the 5-year

BwWhen determining CARE Act funding for fiscal year 2004, HRSA used a survival weight of .28
for AIDS cases that had been reported 10 years earlier. This figure represents the proportion of
persons who had been reported with AIDS 10 years earlier and were known to be alive.
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reported case counts, ELCs can mistepresent the number of living AIDS cases in
an area in part by not taking into account those persons living with AIDS whose
cases were reported more than 10 years earlier.

CARE Act Funding

Provisions for Metropolitan

Areas Result in
Disproportionate Funding

When total Title I and Title II funding is considered, states with EMAs and
Puerto Rico receive more funding per ELC than states without EMAs because
cases within EMAs are counted twice, once in connection with Title I base grants
and once for Title II base grants. Eighty percent of the Title 1l base grant is
determined by the total number of ELCs in the state or territory. The remaining
20 percent is based on the number of ELCs in each jurisdiction outside of any
EMA. This 80/20 split was established by the 1996 CARE Act amendments to
address the concern that grantees with EMAs received more total Title I and Title
11 funding per case than grantees without EMAs. However, even with the §0/20
split, states with EMAs and Puerto Rico receive more total Title T and Title I
funding per ELC than states without EMAs. States without EMAs receive no
funding under Title 1, and thus, when total Title I and Title II funds are
considered, states with EMAs and Puerto Rico receive more funding per ELC,
Table 2 shows that the higher the percentage of a state’s ELCs within EMAs, the
more that state received in total Title I and Title [T funding per ELC.”

Table 2: Relationship between ELCs in EMAs and Total CARE Act Title | and il
Funding per ELC, Fiscal Year 2004

Percentiage of states’ and

Puerto Rico’s ELCs in EMAs Average funding per ELC”
None $3,592
Less than 50 percent 3,954
50 to 75 percent 4717
More than 75 perceni 4,955

Source: GAQ analysis of HRSA data.

*We excluded from our analyses the nine states that received the minimum Title # base grant awards.
Under Titte 1, states with fewer than 90 cases receive no less than $200,000 in Titie || base grant and
states with 90 or more cases receive at least $500,000.

The two-tiered division of Emerging Communities also results in disparities in
funding among metropolitan areas. Title II provides for a minimum of $10

19 Approximately 80 percent of Puerto Rico’s ELCs are in EMAs.
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million to states with metropolitan areas that have 500 to 1,999 AIDS cases
reported in the Jast 5 calendar years but do not qualify for funding under Title I as
EMAs. The funding is equally split so that half the funding is divided among the
first tier of communities with 500 to 999 reported cases in the most recent 5
calendar years while the other half is divided among a second tier of
communities with 1,000 to 1,999 reported cases in that period.

Tn fiscal year 2004, the two-tiered structure of Emerging Communities funding
led to large differences in funding per reported AIDS case in the last 5 calendar
years among the Emerging Communities because the total number of AIDS cases
in each tier was not equal. Twenty-nine communities qualified for Emerging
Communities funds in fiscal year 2004. Four of these communities had 1,000 to
1,999 reported AIDS cases in the last 5 calendar years and 25 communities had
300 to 999 cases. This distribution meant that the 4 communities with a total of
4,754 reported cases in the last 5 calendar years split $5 million while the
remaining 25 communities with a total of 15,994 reported cases in the last 5
calendar years also split $5 million. These case counts resulted in the 4
communities receiving $1,052 per reported case while the other 25 received $313
per reported case. Table 3 lists the 29 Emerging Communities along with their
reported AIDS case counts over the most recent 5 years and their funding.

* shle 3 Title I Emerging Communities in Fiscal Year 2004

AIDS cases reported Emerging Communities funding

in the most recent per AIDS case reported in the

“r2rging Community 5 calendar years most recent 5 calendar years
~femphis, Tenn. 1,588 $1,052
Nashville, Tenn,. 1,123 1,052
Baton Rouge, La. 1,038 1,052
Indianapolis, Ind. 1,005 1,052
Columbia, S.C. 972 313
Charlotte, N.C. 875 313
Wiimington, Del. 801 313
Richmond, Va. 783 313
Raleigh—-Durham-~Chapel Hill, N.C. 775 313
_Jackson, Miss. 722 313

~.ouisville, Ky. 705 313
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AlIDS cases reported Emerging Communities funding

in the most recent per AIDS case reported in the

Emerging Community 5 calendar yesars most recent 5 calendar years
Rochesier, N.Y. 681 313
Fort Pierce~Port 81. Lucie, Fla. 636 313
Greensboro—Winston-Satem, N.C. 617 313
Birmingham, Ala. 615 313
“klahoma City, Okla. 608 313
_';‘.'v.‘sburgh, Pa. 602 313

wringfield, Mass. 588 313
© = th-Ocean, NLJ. 582 313
" ralo »\'-.Niagara Falls, N.Y. 581 313

_reenville, S.C. 560 313

Columbus, Ohic 558 313
Milwaukee, Wis. 558 313
Salt Lake City, Utah 555 313
Sarasota, Fla. 539 313
Charleston, S.C. 538 313
Cingcinnati, Ohio 517 313
Daytona Beach, Fla. 514 313
Providence, R.l. 512 313

Total 20,748

Source: GAD analysis of HRSA data.

Note: Emerging Communities are metropolitan areas not eligible for Title | grants and that have 500~
1,999 reported AIDS cases in the most recent 5 calendar years. The 5 most recent calendar years
are 1598-2002.

= _.}ldéharmless Provisions Titles I and II of the CARE Act both contain provisions that protect certain

ind Grandfather Clause grantees’ funding levels. Title I has a hold-harmless provision that guarantees
Protect Funding of Certain that the Title I base grant to an EMA will be at least as large as a statutorily
C ARE Act Grantees specified percentage of a previous year’s funding. The Title | hold-harmless

provision has primarily protected the funding of one EMA, San Francisco.

If an EMA qualifies for hold-harmless funding, that amount is added to the base
funding and distributed together as the base grant. In fiscal year 2004, the San
Francisco EMA received $7,358,239 in hold-harmtess funding, or 91.6 percent of
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T

the hold-harmless funding that was distributed.?® The second largest recipient
was Kansas City, which received $134,485, or

1.7 percent of the hold-harmiess funding under Title . Table 4 lists the EMAs
that received hold-harmless funding in fiscal year 2004.2! Because San
Francisco’s Title I funding reflects the application of hold-harmless provisions
under the 1996 amendments, as weil as under current law,

San Francisco’s Title I base grant is determined in part by the number of
deceased cases in the San Francisco EMA as of 1995,

sl 4: Title | Hold-harmless Funding, Fiscal Year 2004

Hold-harmliess

Hoid-harmless Percent of hold- Hold-harmless Base grantper as a percent of
EMA funding harmless funding funding per ELC ELC? base grant
San Francisce, Calif. $7,358,239 91.6% $1,020 $2,241 45.5%
Kansas City, Mo. 134,485 1.7 104 1,325 7.8
Santa Rosa, Calif. 22,614 0.3 47 1,268 3.7
Sacramento, Catif. 36,456 0.5 29 1,251 2.3
Minneapolis—3t. Paul, Minn. 33,770 0.4 27 1,248 2.4

27he funds used to meet the Title I hold-harmless requirement are deducted from the funds
otherwise available for Title | supplemental grants before these grants are awarded. Supplemental
grants are awarded by HRSA to EMAs using a competitive process based on the demonstration of
need and other criteria.

*TSan Francisco was the onty EMA that received hold-harmless funding from fiscal year 1999
through fiscal year 2002. In fiscal year 2603, 19 additional EMAs qualified for hold-harmiess
funding. Twenty-one EMAs received hold-harmless funding in fiscal year 2004, Eleven EMAs
qualified in both fiscal years 2003 and 2004
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Hold-harmiess

Hold-harmless Percent of hold- Hold-harmless Base grant per as a percent of
EMA funding harmless funding funding per ELC ELC? base grant
Rergen—Passaic, N... 55,288 0.7 26 1,248 2.1
iysey City, N.J. 58,310 0.7 24 1,245 1.9
“=kland, Calif. 50,744 0.6 18 1,239 1.4
%2 Heaven, Conn. 42573 0.5 14 1,236 12
~ - ipasSt. Petersburg, Fla. 44,908 0.6 12 1,233 0.9
+ T Jose, Calf. 12,097 0.2 11 1,232 0.9
Boston, Mass. 60,284 0.8 10 1,231 0.8
Nassau-Suffolk, N.Y. 21,212 0.3 8 1,230 0.7
Middlesex—Somerset—
Hunterdon, N.J. 8.315 0.1 7 1,228 0.5
Jacksonville, Fla. 12,825 0.2 8 1,228 0.5
San Juan, P.R. 41,011 05 6 1,228 0.5
Seattie, Wash. 9,844 0.1 4 1,225 0.3
Denver, Colo. 6,745 0.1 3 1,225 0.3
“Cieveland, Chio 4,616 0.1 3 1,224 0.2
‘West Palm Beach, Fla. 8,523 0.1 2 1,224 0.2
rewark, N.J. 10,875 0.1 2 1,223 0.1
41.0ther EMAs 0 0 0 1,221 0.0

ol $8,033,563° 100.0%"°

Source: GAQ analysis of HRSA data.

Notes: An EMA's base funding is determined according to its proportion of ELCs. If an £MA qualifies
for hold-harmless funding, that amount is added to the base funding and distributed together as the
base grant.

*This amount was calcuiated by dividing the base grant, inciuding any hold-harmiess funding,
received by each EMA by the number of ELCs in the EMA,

qndividual entries do not sum o fotal because of rounding.

More than half of the 51 EMAs received Title I funding in fiscal year 2004 even
though they were below Title I eligibility thresholds.” The eligibility of these
EMAs was protected based on a CARE Act grandfather clause. Under a
grandfather clause established by the CARE Act Amendments of 1996,
metropolitan areas eligible for funding for fiscal year 1996 remain eligible for
Title T funding even if the number of reported cases in the most recent 5 calendar

22Tq be eligible for Title [ funding, a metropolitan area must have reported a cumulative total of
) more than 2,000 AIDS cases during the most recent 5 catendar years and have a population of at
L least 500,000, These criteria differ from those used to calculate base grant funding allocations,
- which are calculated using the number of ELCs.
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years drops below the statutory threshold. We found that in fiscal year 2004, 29
of the 51 EMAs did not meet the eligibility threshold of more than 2,000 reported
AIDS cases during the most recent

5 calendar years but nonetheless retained their status as EMAs (see fig. 1). The
number of reported AIDS cases in the most recent 5 calendar years in these 29
EMAs ranged from 223 to 1,941. Title I funding awarded to these 29 EMAs was
about $116 million, or approximately 20 percent of the total Title 1 funding.

Figure 1: Grandfathered EMAs, Fiscal Year 2004
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Note: The 5 most recent calendar years are 1998-2002.
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Title II has a hold-harmless provision that ensures that the total of Title Il and
ADAP base grants awarded to a grantee will be at least as large as the total of
these grants a grantee received the previous year.” This provision has the
potential of reducing the amount of funding to grantees that have demonstrated
severe need for drug treatment funds because the hold-harmless provision 1s
funded out of amounts that would otherwise be used for that purpose.* Fiscal
year 2004 was the first time that any grantees triggered this provision. Severe
Need grants are funded by a 3 percent set-aside of the funds appropriated
specifically for ADAPs. Eight states became eligible for this hold-harmless
funding in fiscal year 2004, In 2004, the 3 percent set-aside for Severe Need
grants was $22.5 million. Of these funds, $1.6 million, or 7 percent, was used to
provide this Title I hold-harmless protection. (See table 5.) The remaining $20.8
million, or

93 percent of the set-aside amount, was distributed in Severe Need grants.

P40 U.S.C. § 3008-28¢a) 2)(IHHIVE) (2000). Title 11 also contains a hold-harmiess provision that
requires HRSA to consider separately Title Il base grants and ADAP base grants. For the Title II
base grants, this hold-harmless provision is funded by proportionately reducing the size of the Title
I base grants made to other jurisdictions that did not qualify for this hold-harmless funding or
receive a Tmnimum grant. For ADAP base grants, it would be funded by reducing the size of the
ADAP base grants made to those grantees that did not qualify for ADAP base grant hold-harmiess
funding. 42 U.S.C. § 300£F-28(a)(2)(H) (2000).

#To be eligible for a Severe Need grant, a jurisdiction must have met one of four eligibitity criteria
as of January 1, 2000. Tt raust have Hmited (1) the eligibility of ADAP clients to those with incomes
at or below 200 percent of the federal poverty level, (2) the number of ADAP clients by using
medical eligibility restrictions, {3) the number of antiretroviral drugs covered in its drug formulary,
or {4) the aumber of opportunistic infection medications to fewer than 10 i its drug formulary.
(Opportunistic infections are illnesses such as parasitic, viral, and fungal infections, and some types
of cancer, some of which usually do not cause disease in people with normal immune systems.) In
addition, a jurisdiction must also have agreed to previde a 25 percent match and not impose
eligibility requirements more restrictive than these in place on January 1, 2000. According {o
HRSA, grantees have provided funds or in-kind services to meet the matching requirement.
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Table 5: States That Received Title Il Hold-harmless Funding from Severe Need Set-
aside, Fiscal Year 2004

State Hold-harmiess amount
Arkansas $23,705
Kansas 22,168
New Mexico 95,171
North Dakota 1,820
Oklahoma 96,423
Tennessee 1,300,502
Utah 119,695
Vermont 128
Total $1,619,812
Source: HRSA.

The total amount of Severe Need grant funds available in fiscal year 2004 to
distribute among the eligible grantees was less than it would have been without
the hold-harmless payments. However, in fiscal year 2004 not all 25 of the Title
IT grantees eligible for Severe Need grants made the match required to receive
such grants. In future years, if all of the eligible Title II grantees make the match,
and if there are also grantees that qualify to receive hold-harmless funds under
this provision, grantees with severe need for ADAP funding would get less than
the amounts they would otherwise receive.
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Funding Effect of Using
HIV Case Counts
“*/ould Depend on
~Aultiple Factors

CARE Act funding for Title I, Title I, and ADAP base grants would have shifted
among grantees if HIV case counts had been used with ELCs, instead of EL.Cs
alone, to allocate fiscal year 2004 formula grants. Our analyses indicate that up 1o
13 percent of funding would have shifted among grantees if HIV case counts and
ELCs had been used to allocate the funds and if the hold-harmless and minimum-
grant provisions we considered were maintained.* Some individual grantees
would have had changes that more than doubled their funding.?® Grantees in the
South and Midwest would generally have received more funding if HIV cases
were used in funding formulas along with ELCs.”” However, there would have
been grantees that would have received increased funding and grantees that
would have received decreased funding in every region of the country.

Funding changes in our mode! would have been larger without the hold-harmiess
and minimum-grant provisions that we included. Changes in CARE Act funding
levels for Title I base grants, Title Il base grants, and ADAP base grants caused
by shifting to HIV cases and ELCs would be larger—up to 24 percent—if the
current hold-harmless or minimum-grant amounts were not in effect.

One explanation for the changes in funding allocations when HIV cases and
ELCs are used instead of only ELCs is the maturity of HIV case-reporting
systems. Case-reporting systems need several years to become fully
operational.”® We found that those grantees that would receive increased funding
from the use of HIV cases tend to be those with the oldest HIV case-reporting

ZWhile we are aware of differences in the HIV data across jurisdictions, we conducted this
analysis in light of the CARE Act requirement that HIV case counts be used for the distribution of
Title 1 and Title IT formuia grants not later than fiscal year 2007. We used two approaches to
examine the potential effect of including HIV cases in addition to persons living with AIDS in
fiscal vear 2004 CARE Act funding formulas. See GAO-00-332, app. I for more details regarding
our methodology.

%10 our analyses, we considered the Title | hold-harmless provision and the Title 11 hold-harmless
provisiens that are funded by proportional reductions in Title H base grants and ADAP base grants.
We did not include the Title [f hold-harmless provision funded by amounts otherwise available for
Severe Need grants.

2"We classified states in accordance with the four U.S. Census Bureau regions and the jurisdictions
that constitute each region. Because Puerto Rico is not included in any of these four regions, we
excluded it from our regional analyses. Additional details on this analysis are available in
GAO-G6-332.

2810M has reported that it couid take from 18 months to several years after the implementation of
an HIV-reporting system before there would be valid estimates of the number of people living with
HIV. See Institute of Medicine of the National Academies, Measwring What Matters: Allocation,
Planning, and Quality Assessment for the Ryan White CARE Act (Washington, D.C.: The Natiopal
Academies Press, 2004).
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systems. Those grantees with the oldest reporting systems include 11 southern

and 8 midwestern states whose HIV-reporting systems were implemented prior {o
1995.

Funding changes can also be linked to whether a jurisdiction has a name- or
code-based system. CDC will only accept name-based case counts as no code-
based system had met its quality criteria as of January 2006.** CDC does not
accept the code-based data principally because methods have not been developed
to make certain that a code-reported HIV case is only being counted once across
all reporting jurisdictions.®® As a result, if HIV case counts were used in funding
formulas, HIIV cases reported using codes rather than names would not be
counted in distributing CARE Act funds. However, even if code-based data were
incorporated into the CDC case counts, the age of the code-based systems could
still be a factor since the code-based systems tend to be newer than the name-
based systems. As of December 2005, 12 of the 13 code-based systems were
implemented in 1999 or later, compared with 10 of the 39 name-based systems.”
The effect of the maturity of the code-based systems could be increased if, as
CDC believes, name-based systems can be executed with more complete
coverage of cases in much less time than code-based systems. As a result,
jurisdictions with code-based systems could find themselves with undercounts of
HIV cases for longer periods of time than jurisdictions with name-based systems.

¥CDC has established a set of performance standards for accepting case counts from HiV-
reporting systems. These standards include that case reporting be complete (greater than or equal 1o
85 percent of cases are reported) and timely (greater than or equal to 66 percent of cases reported
within 6 months of diagnosis) and that evaluation studies demonstrate that the approach must result
in accurate case counts {less than or equal to 5 percent of reported cases are duplicates). CDC has
determined that the only systems which have been evaluated that meet these standards use
confidential, name-based reporting. In July 2005, CDC began recornmending that all states and
territories adopt confidential name-based surveillance systems to report HIV infections.

30D also has other concerns about code-based reporting. For example, code-based reporting
places a greater burden on health care providers because submitted codes are frequently incomplete
and require extensive follow-up with providers to resolve potential duplicate reports on the same
person.

MTwo of the 13 states, [llinois and Maine, established name-based HIV reporting in January 2000.

Both states are in the process of having their HIV surveillance data certified by CDC and, ence
certified, their data will be accepted by CDC.
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Figure 2 shows the 39 jurisdictions where HIV case counts are accepted by CDC
and the 13 jurisdictions where they are not accepted, as of December 2005.

» e L CDC Acceptance of HIV Case Counts, December 2005
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The use of HIV cases in CARE Act funding formulas could result in fluctuations
in funding over time because of newly identified preexisting HIV cases. Grantees
with more mature HIV -reporting systems have generally identified more of their
HIV cases. Therefore, if HIV cases were used to distribute funding, these
grantees would tend to receive more funds. As grantees with newer systems
identify and report a higher percentage of their HIV cases, their proportion of the
total number of ELCs and HIV cases in the country would increase and fundmg
that had shifted away from states with newer HIV-reporting systems would shift
back, creating potentially significant additional shifts in program funding.

The funding provided under the CARE Act has filled important gaps in
communities throughout the country, but as Congress reviews CARE Act
programs, it is important to understand how much funding can vary across
communities with comparable numbers of persons living with AIDS. In our
report, we raised several matters for Congress to consider when reauthorizing the
CARE Act. We reported in February 2006 that if Congress wishes CARE Act
funding to more closely reflect the distribution of persons living with AIDS, and
to more closely reflect the distribution of persons living with HIV/AIDS when
HIV cases are incorporated into the funding formulas, it should take the
following five actions:

revising the funding formulas used to determine grantee eligibility and grant
amounts using a measure of living AIDS cases that does not include deceased
cases and reflects the longer lives of persons living with AIDS,

eliminating the counting of cases in EMAs for Title I base grants and again for
Title Il base grants,

modifying the hold-harmless provisions for Title I, Title II, and ADAP base
grants to reduce the extent to which they prevent funding from shifting to areas
where the epidemic has been increasing,

modifying the Title I grandfather clause, which protects the eligibility of
metropolitan areas that no longer meet the eligibility criteria, and

eliminating the two-tiered structure of the Emerging Communities program.

We also reported that if Congress wishes to preserve funding for the ADAP

Severe Need grants, it should revise the Title Il hold-harmless provision that is
funded with amounts set aside for ADAP Severe Need Grants. In commenting on
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our draft report HHS generally agreed with our identification of issues in the
funding formulas.

Mr. Chairman, this completes my prepared statement. I would be happy to
respond to any questions you or other members of the subcomumittee may have at

e this time.
Rt - _
d For further information regarding this statement, please contact Marcia Crosse at
.oniact an . o
_ (202) 512-7119 or crossem{@gao.gov. Contact points for our Offices of
Acknowledgments Congressional Relations and Public Affairs may be found on the last page of this

statement. James McClyde, Assistant Director; Robert Copeland; Cathy Hamann;
Opal Winebrenner; Craig Winslow; and Suzanne Worth contributed to this
Statement.
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